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 ABSTRACT The empirical results presented in this report focused on Malaysian government 
export incentives for small and medium-sized enterprises (SMEs) involved in exports activities. 
More specifically, the study attempts to examine the relationships between export incentives and 
the  increased in export activities of the SME’s . The data was collected through  5000 mail 
questionnaires sent to the selected SMEs. Three hundred firms responded  by returning the 
questionnaires. Only 250 were fully completed  used in the analysis. The findings clearly indicates 
that :  export activities of  SMEs were differentiated by the export incentives which was based on  
the age of the company, export destination, double deduction for promotion of Malaysian Brands ,  
double deduction for promotion of Exports of  services. 
Keywords: Export activities and catalyst  in Malaysia 
 
1.0 Introduction 
The global economic and financial 
environment was shaped by the three major 
developments in 2015. Firstly by the fall of 
commodities prices result in  the decrease of 
revenue of the nations.  Secondly the 
depreciation of local currencies  pushed the 
cost of living for the citizens and ended  with 
cost push inflation. Thirdly the international 
financial markets experienced  heightened  
volatility  driven  by shifting of policies. The 
major economics, speculative activity which 
heightened risk aversion   and the drastic fall 
in oil prices exacerbates the situation. Besides 
that  the global economic growth also 
recorded a moderate growth in 2015. 
Although advanced economics experienced 
moderate growth but it was insufficient to 
offset the moderate growth in the emerging 
economies. Consequently monetary policy 
became a driving force in the financial 
markets.  
2.0 Literature Review  
Malaysian is also bound to the never ending 
hope for prosperity and continuously 
struggling for survivals. Based on the figures 
available from the statistical Department of 
Malaysia, the first quarter report  for 
international trade was not satisfactory to the 
nation.   
Gross export  grow slowly for the first five 
month of 2016 recording  average growth of 
1.0% . Compared to 2015 figure which is 1.9 
%  and 6.3% in 2014.  
Besides that  the current account  on the 
balance of payment  indicate a surplus of 
RM0.5 billion compared to a surplus of RM 
11.3 billion in the first quarter of 2015. While 
the effect of Trans Pacific partnership 
Agreement(TPPA) is still uncertain, Malaysia 
economy was exposed to the historic event of 
Brexit which increased the level of 
uncertainty of the nation’s future and 
economic situations. 
In an effort to assist the(Small and Medium 
Enterprises)SMEs in their exporting 
activities, Malaysia  introduced various 
exporting assistance programs.(Ahmad, S., et 
al. 2012; 2013; 2014; 2015)  These programs 
support as well as encourage more SMEs to 
export  their products and services in an 
effort to increase the country’s total exports. 
Although various export assistance programs 
have being introduced by the Malaysian 
government, very little is known about the 
impact of these programs.(Ahmad, S., et. al, 
2012; 2013; 2014; 2015)  The review of the 
small business literature reveals limited 
studies have investigated the impact of the 
export assistance programs on SMEs, 
particularly in the Malaysian context (Hashim 
et. al.2015; Ahmad,S., et. al 
2012;2013;2014;2015). The information on 
the effectiveness of the export assistance 
programs is useful to explain why SMEs are 
still holding back from exporting to foreign 
markets. It could be the current assistance 
programs  perceived as not so helpful to SMEs 
that wish to export. 
2.0 Purpose of Study  
The purpose of this study is to examine the 
effectiveness of the various export assistance 
programs provided by (Ministry of 
International Trade and Industries) MITI and 
its supporting agencies. In examining the 
effectiveness of the export programs, this 
study would assist us in understanding why 
some SMEs in Malaysia are still reluctant to 
exploit their export potential. Moreover, this 
information are also useful for developing 
more effective programs to help and 
encourage more SMEs to export and to assist 
those already exporting to expand their 
exporting activities.  
Table a  illustrates the Malaysian export 
figures  from January to June 2016. Malaysian 
international trade volume increased by 1.3%  
to RM704billion of which comprised of export 
that increased by 1.4% in the first half of 
2016. The increased in trade volume was 
contributed by United States of America, 
China, ASEAN, European Union, Bangladesh, 
Turkey and Mexico. 















june 66.45 60.93 127.38 5.52 
may 59.94 56.66 116.60 3.28 
april 61.35 52.29 113.64 9.05 
mar 66.59 55.39 121.98 11.19 
feb 56.72 49.37 106.09 7.35 
jan 61.85 56.45 118.31 5.39 
Source: Department Of Statistics  
Malaysia 2016. Compiled By: MATRADE 
Chart 1 illustrate the IMF report on global 
economy  outlook . It clearly indicates that   it 
is moving downwards. 
 
 
Chart 1  International monetary fund  







Source:  International Monetary Fund 
Report 2014 . 
Chart 2  illustrates Malaysia’s export by main 
sector in 2016. The major contributors are 
 
manufacturing goods, mining goods and 
agricultural goods.  
Chart 2 Malaysia's Exports by Main Sector 











Source: Department Of Statistics Malaysia 
2016. Compiled By: MATRADE 
Chart 3 Top 10 Major Export Products in  
2016. 
 
Source: Department Of Statistics Malaysia 
2016.Compiled by MATRADE 
Chart 3  illustrates the top 10 Major Export 
Products in  2016. 
Chart 4 Export Destination 
 
Source: Department Of Statistics Malaysia 
2016.Compiled by MATRADE. 
Chart 4  illustrate the export destination  
January- June 2016. 
Chart 5 Total Imports Jan-June 2016 
 
Source: Department Of Statistics Malaysia 
2016. Compiled by MATRADE 
 
Chart 5 illustrate total imports from January 
to June 2016. 
Chart 6 illustrates the sources of import by 
countries, percentage  and value. 
Chart 6 Sources of Imports by Countries 
 
Source: Department Of Statistics Malaysia 
2016 Compiled by MATRADE 
 
Chart 7 illustrate the components of export 
which is dominated by manufacturing sector, 
mining, agricultural and others.  
Chart 7 Components of Malaysia's Exports 
2016       
                        
Source: Department Of Statistics Malaysia 
2016 Compiled by MATRADE. 
Chart 8 Year-on-Year Export Growth Trend 
of Main Sectors, 2016 
 
Source: Department Of Statistics Malaysia 
2016. Compiled by MATRADE 
Chart 8 illustrate the export growth trend of 
the main sectors from the month of January 
to June 2016. 
 
3.0 Research Objectives 
(i)To examine whether the increase in the 
exporting activities of SMEs differ with their 
export destination. 
(ii)To examine whether the export activities 
of the SMEs are differentiated  with the 
export incentives provided  by the Malaysian 
government which is based on  the age of the 
company,  
(iii)To examine whether the performance of 
SMES are differentiated by the double 
deduction for promotion of Exports by 
MATRADE  
(iv)To examine whether the performance of 
SMES are differentiated by the double 
deduction for promotion of Exports of  
services  by MATRADE .. 
The scope of the study is based on exporting 
SMEs registered with Malaysian External 
Trade Development Corporation (MATRADE) 
2015. The data provided by MATRADE is 
used in the selection of respondent. The Five 
thousands respondents are randomly 
selected based on their type of  industry, well 
represented in term of geographical locations. 
The period involved in the data collection is 
12 month. Dormant companies  are excluded 
from the survey. 
4.0 Methodology   
4.1 Sampling Frame and Procedure 
This study is confined to selected small and 
medium-sized enterprises (SMEs) in the 
Malaysian manufacturing sector in the North 
of Malaysia. In this study, a small and 
medium-sized enterprise (SME) is defined as 
a manufacturing firm with an annual turnover 
of less than RM25 million and as one which is 
actively managed by its owner or owners. 
Based on this definition, 5000  SMEs were 
identified from the 2015 MATRADE listings of 
exporters.  
The data for this study was collected by mail 
survey and also personal interview. Through 
the telephone conversations and a follow-up 
letter the participation of the selected firms 
are confirmed. Structured questionnaires 
were then mailed to the top management of 
the 5000 firms selected. Out of the total 
number of 5000 questionnaires sent,  250  
are usable , yielding a response rate of   5  
percent.  
4.2  Mail Questionnaire 
The structured questionnaire adopted in this 
study consists of two sections. The first and 
second sections of the questionnaire which 
consists of 12 items was used to obtain the 
general information concerning the 
background of the respondents (8 items) and 
the firms characteristics (4 items). The 
questions in sections 3, (3 items) were 
designed to capture the respondents 
perceptions on the export incentives 
provided by the MATRADE .  
4.3 Data Analysis 
Data from the questionnaire were coded and 
entered accordingly into the SPSS statistical 
software. The descriptive statistics such as 
frequencies distribution was used to analyze 
the data collected from the participating 
SMEs. Chi Square a non- parametric test was 
used to test the goodness- of- fit of the 
variables.  
5.0 Findings 
5.1 Demographic Background 
Table 1 illustrates the position in business. It 
clearly shows that 28 % of the respondents 
either manager or owner. While  40  % of the 
respondents are owner and CEO of the 
company, 20% manager not owner and 12% 
are others. 
Table 1: Position in business. 
 
Respondents Frequencies        % 
 





Manager  not  
Owner   
 
Others  
100                 40 
 
 
70                   28 
 
50                   20 
 
 
30                  12 
 
               
Total      250                  100 
 
















Total 250 100 
 
Table 2  illustrates the respondents 
composition of races. Majority of the 
respondents are Chinese which comprises 60 
%. Whereas the remaining of 20% are Malays 
and 12 % are Indian, others 8%. 
 
Table 3  illustrates on the experience of the 
respondents. It indicates that 96 % of the 
respondents have 4 years and above  
experience in the business. While the 
remaining of 4 percents have either 3 years 
or even lesser experience. 
 



















Total 250 100 
 
Table 4   illustrates the level of education  of 
the respondents. It indicates that  72 %  of the 
respondents owned either a bachelor or a 
master degree. While the remaining of  16 % 
are diploma holder and 12 % are school 
certificates holder.  
 




























Total 250 100 
 
Table 5  illustrates on the number of full time 
employees of the respondents. It indicates 
that 82 % of the respondents have the 
minimum of 1 and the maximum of 100 full 
time employees. While the remaining of the 
respondents that is 18 % have  more 100 full 





Table 5 : Number of fulltime employees 

















Total 250 100 
 
Table 6   illustrates on the firm’s involvement 
in export activities. It clearly illustrates that 
100   % of the respondents are involved in 
exporting activities. 
Table 6: Firm's involvement in export 
activities 
 
  No Firms Percentage 
yes 250 100 
Total 250 100 
 
Table 7   illustrates on the percentage of  
ownership of the respondents. It clearly 
illustrates that 68 % of the respondents does 
not owned any business. While the remaining 
respondents owned between less than 10% 
to more than 40%.  
 
Table 7 Percentage of total ownership 























Table 8   illustrates the percentage of export 
sales for the business in 2015. It clearly 
indicates that 30 % of the respondent sales 
are above 10 millions per year. While the 
remaining 70 % are RM 10 million and below.  
 
     Table 8  Export sales for the business  
      in 2015 
 
Millions RM Respon Percent 
1. <0.5 
2.  .501 –      5 
3. 5.001 –  10 
4.10.,001 –15 
5.15.001 – 20 



















Table 9  Percentage of Export 




















Table 9   illustrates the percentage export  
sales. It clearly indicates that 28 % of the 
respondent export more than 40% of their 
total sales of the products. 50% export 
between 31-40% while 14% export between 
21-30% of their products, 6 % exports 
between 11-20 %  and 2 % exports between 
1-10% their total sales of the products. 
Table 10 Export increment from 5 years of 
sale. 











Table 10  illustrates the incremental sale 
which shows that 92 % experienced sales 
increment while 8 % did not experience any 
sales  increment in the past five years. 
 
Table 11  illustrates that 80% of the 
respondent perceives that the Double 
deduction for promotion of export of services 
are very helpful while 6 % feel that it was 
helpful. 2 % not sure, while 12% feel that it is 
not helpful.  
 
Table 11 : Double deduction for promotion 
of export 




















Table 12 illustrates the helpfulness of double 
deduction for promotion of  Malaysian 
Brands by MATRADE. It shows that 84% of 
the respondents  feel that the double 
deduction for promotion of export was 
helpful. While the remaining of 16% are 
either not sure or not helpful. 
 
Table 12 Double deduction for promotion of  
Malaysian Brands by MATRADE 

























5.2  The Chi-Square Analyses 
The Chi-Square analysis was used to 
determine  whether the export activities of 
the SMEs was differentiated by the export 
incentives provided by the Malaysian 
government. Table 15 clearly shows that 
there  was  significant differences between 
the export activities of SMEs and the export 
incentives provided by the Malaysian 
government.  
 
Table 15 Significant differences between 
Export activities of the exporting SMEs  and 
export incentives  






52.597 1 .000 
 
Table 15 shows that the Pearson has a value 
of 52.597 with a  significance  of 0.000.  This 
significance value is well below the alpha 
level of  0.05 and thus  it is statistically 
significant. Therefore it indicates that ,the 
export activities of the  SMEs was 
differentiated by the export incentives 
provided by the MIDA 
Table 16: exporting activities of SMEs are 
differentiated by the age of the company.  




54.961 1 .000 
 
Table 16  shows that the Pearson has a value 
of 54.961 with a significance   of 0.000. This 
significance value is well below the alpha 
level of 0.05 and   thus       it is statistically 
significant. Therefore it indicates that the 
exporting activities of SMEs was 
differentiated by the age of the company.  
 
Table 17: Export activities and  
export destination 





301.338 30 .000 
 
Table 17 shows that the Pearson has a value 
of 301.338 with a significance of 0.000. This 
significance value is well below the alpha 
level of 0.05 and thus it is statistically 
significant. Therefore it indicates that the  
increased in export activities was 
differentiated by the export destination of the  
SMEs. 
 
Table 18: Exports activities and Double 
deduction for promotion of Exports by 
MATRADE. 





54.130 5 .000 
 
Table 18  shows that the Pearson has a value 
of 54.130 with a significance of 0.000. This 
significance value is well below the alpha 
level of 0.05 and thus it is statistically 
significant. It indicates that the increased in 
exporting activities of SMEs was 
differentiated with the double deduction for 




Table 19:  Export activities and Double 
deduction for promotion of Export of services 
by MATRADE 




50.234 5 .000 
Table 19  shows that the Pearson has a value 
of 50.234 with significance of 0.000. This 
significance value is well below the alpha 
level of 0.05 and thus it is statistically 
significant. It indicates that  the increased in 
export activities of SMEs was differentiated 
by the double deduction for promotion of 
Exports of  services  by MATRADE. 
            
            6.0 Conclusions 
Based on the findings as discussed earlier in 
this article, we can  conclude that the export 
activities of the SMEs are differentiated  with 
the export incentives provided  by the 
Malaysian government which is based on  the 
age of the company, their  export destination, 
the double deduction for promotion of 
Exports by MATRADE, the double deduction 
for promotion of Exports of  services  by 
MATRADE. 
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